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Regional and State Projections of Income, Employment, and
Population to the Year 2000

THIH article presents regional und
State projections to 1990 and 2000
of total personal income, enrnings (labor
and proprietors’ income) by industry,
employment by industry, and popu-
Intion, based on data through 1978,
An article in the April 1974 Svurvey or
Connent Business presented pro-
jections of most of these measures to
1980 and 1990, bazed on data through
1971.

These projections are based on an
extension of past economie relationships
and nssume no major policy changes.
They are neither goals for nor limits on
[uture economie activity in any region
or State. These projections have three
major uses: (1) Assessing future de-

mands for goods and services by
households, businesses, und govern-

ment, (2) foresesing future economic
problems so that corrective policies can
be adopted, and (3) providing a “base-
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line" for mensuring the effects of a
policy by modilying the projections to
reflect the policy and compuring the
resulting projections with the initial
projections.

The first part of this article diseusses
projected trends to the year 2000 in
total personal income, population, per
capita personal mcome, and earnings
by industry for the United Stutes,
regions, and States. The second part
discusses projection methodology,

Projected Trends, 1978-2000
United States

For the United States, total personal
income (expressed in 1972 dollars) is
pmjﬂr*tmi o grow G4 percent per
year in  1978-2000;: population, 0.8
pereent; and per eapita personal income

(chart 12), In ench measure, the growth
rate will be less than the corresponding
rate in 1960-78. The projected de-
celeration in total personel income
mainly reflects large decelerations in
personal interest income, rental income
of persons, dividends, and transfersp
payments that more than offset n small
acceleration in earnings.

F
{expressed in 1972 dollars), 2.5 percent }

Earnings (expressed in 1972 dollars),
the largest component of personal
income, are projected to grow 3.3 per-
cent per year. Major industries in which®
the earnings growth rate will egual ul:l
exceed the all-industry earnings growth
rate are services; finunce, insuranc f
and real estate; mining; transportation,
communication, and public utilities:
congtruction: and durables manufae
turing (chart 13). In the first four indus-s
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tries, earnings grew at above-average
rates in 1968-78. In construetion und
durables manulacturing, in contrast,
earnings grew al below-nvernge rates,
The projected shift in construction und
durables manufacturing earnings re-
fleets projected rates of investment in
capital equipment that are more con-
sistent with long-term rates than with
the lower rates that prevailed in the
seventies,. Within durables manufac-
turing, earnings will grow at above-
average rates in nonelectrical machin-
ery, instruments, electronic equipment,
fubricated metals, and stone, elay, and
vlnss products.

Major industries in which the earn-
ings growth rate will fall short of the
all-industry rate are farming, Federal
Government, nondurables manufactur-

. ing (in partieular, food processing, tex-

tiles, and npparel), retail trade, State and
local government, and wholesale trade.
In the first four industries, sarnings also
grew at below-nverage rotes in 1969-78.
In State and loeal government and
wholesale trade, in contrast, earnings
grew at above-avernge rates. The pro-
jected shift in State and loeal rovern-
ment eamnings reflects the inerensed
interest of taxpayers in limiting State
and local povernment expenditures.

In the two following sections, the
United States is divided into two re-
rional eroupings—southern-western
and northern-central—based on the
projected average annual growth rate
in personal income (chart 14). For ench
grouping, projected trends relative to
the U.5, average in personal income,
population, and per capita income are
summarized. For the regions and Stotes
within each grouping, projected trends
relative to the U.S, average in personal
income, per eapita income, and earnings
by industry are summarized,

Southern-western regions

In 1978-2000, ench of the four south-
ern-western regions— Rocky Mountain,
Southwest, Southeast, and Far West—
is projected to huve n growth advantage
(that is, an index bused on the ratio of
rrowth in the region to growth in the
United States us o whole will be more
than 100) in total personsl income,
population, and, except for the Far
West, in per capita personal income
(table 1). In 1969-78, ench region had »
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larger advantage in each mensure. The
personal income advantage projected
for these rerions is 0 continuation, at o
dompened rate, of the tendency [or
manufacturing and related privaie serv-
ice-type industries to disperse to the
South and West {o benefit from
relatively low wage rates, taxes, energy
eosts, and land costs, and the relatively
mild climate, The population advantnge
is based on a projected advantage in
employment and a continuation, at n
dampened rate, of the tendency [lor
retirees to mirrate from the North to
the South and West, Per capitn lncome
in each southern-western region 1s
projected to continue fo  converge
toward the 1T858, average (chart 15).
Rocky Mountain,—Each State will
have a growth advantage in total per-
sonal income; growth per year will range
from 4.6 percent in Utah to 3.6 percent
in Montana (table 2 and chart 16). In
2000, the region’s per capita personal
income s projected to be 98 percent of
the T.S. average; per capitn income
will continue to be below the T.S.
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average in Utah, Idaho, and Montana
and above the average in Wyoming and
Colorado (table 3 and chart 17).

The region's projected growth ad-
vantage in total personal income reflects
advantages in all of the major earnings
components of personal income that
are projected to grow relatively rapidly
nationwide (tables 4 and 5). In mining,
the region will have large advantages

in oil and gas extraction, particularly

in Wyoming, Colorado, and Utah, and
coal mining, particularly in Wyoming
and Montana, as the Nation increas-
ingly relies on this region to help supply
its energy needs, In durables manufac-
turing, the region, especially Colorado
and Utah, will have large advantages
in the nonelectrienl machinery, instru-
ments, fabricated metals, and electronic
equipment industries, all of which are
fast-growing industries nationally, as
the region continues its rapid industri-
alization. In services and in the trans-
portation and finanece groups, projected
large advantages in part reflect the in-
ereasing role of the Denver metropolitan
aren as o regionnl teade and serviee
center,

|
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Southwegt-—Bach State will have o
growth advantage in total personsl in-
come; growth per year will range from
4.4 pereent o Arizons to 3.8 percent in
Okisheman, In 2000, the region’s per
copitn personal inceme is projected to
be B8 percent of the 1.5, avacege; per
capita income will continus to be below

the U.3, avernge in each Socuthwast
Stote sxespt Texas, where it will squal
the #varnge.

The region's projected prowth ad-
vontage in personal income mainly re-
flects pdwantapes in all of the fest-
growing major esrnings components of
parsonal income exeept mining and con-

strustion. In dursbles mepufacturing,
the region will have a large advantape
in ench constituent industry. In par-
ticulay, Texss nnd Arizons will have
Inrge advantages in fast-growing, tech-
nologically advaneed types of alastronic
equipment, nnd Texas wnd Oklahovan
will have large advantages in the fast-
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CHART 16

Average Annual Growth Rate in Total Personal Income, 1978-2000
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growing nonelectricsl mnchinery and

[ fabriented metals industyies. The region,
L\, especiolly Texus, elso will have s large
{ pdventage in chemicala—the only major
poadurables manufacturing industry
projected to grow ropidly nationwids.
In services and in the ronsporintion
and finonee groups, large advantages
A, rafiect both the projected ropid growth
of manufacturing, and n projested con-
" tinuation of high rates of inmigration
4 of retiremeni-age population, particu-
larly to Arizonsa. In mining, despite an
gdvantuge in oil and pas extraction in
y 1989-78, the region is not projected to
have an advontage as Dew energy
" sources in other regions are increasingly
4 developad,
Southeast.—Each Btate will have &
} growth advontage in toinl personal
.I income; growth per year will
ronge {rom 4.4 percent in Flmida to
3.5 percent in Arkonses. In 2000, the
. region’s per capitn personal inceme is
projectad to be 93 persent of the US,
" average; per capitn income will continve
to be below the U.5. averepe in each
Southenst State except Virginia, where
it will equal the average.

The region’s projected growth ad-
ventage in persomal income mninly
reflects advantages in all of the fast-
eTowing major enrnings ¢components of
persenal income, In durnbles mann-
']"fnnt.uring. the rezion will have large

advantoges in the fost-prowing non-
i electrien] ranchinery, electronic
“aquipment, and fabyientad metnls in-
dustries, ns wel! os in primary metals.
| Alabome, Eentucky, Tennesses, and
"Arkansas will have Jarge advenbages
in both fabricated and primary metnls,
and the lotter three States, along wiib
Neorth Carolinn, South Curolina, and
- Mississippi, will bave large adventages
in nonelectrical machinery ond elac-
" tronic equiprment. The region’s durebles
odvantage will more than offset the
dampening effzet on earnings growth of
slow—growiag nondurables monufactur-
ing, such ns textiles, appnrel, and food

_provessing, In 1978, the share of
| regional eamnings accounted for by non-
durables was larger thop the durables

shope; by 2000, the dursblas share will
' larger. In mining, the region's
advantage reflacts projected increnees
in conl production in Weast Virginia and

-
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Kentucky, as demand for conl as an
energy source continues to incressa. In
constrnetion and related fingneinl and
real estate seivices, the region's advan-
teme reflects the projected strength in
manufacturing, a2 well ns a projected
continuation of lavge inflows of retirees

ond tourists, particularly fo Florida.
Florida, 1o sddition, is projected to
continue to grow ns o genter of trade
with Latin America.

Far West—Ench State will have a
growth advantoge in total personal
incoma; growth per year will rangs from
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capitn persone] income s projected to  Stnie except Oregon, where it will equal reflects adveantages in nearly all of the

be 106 percent of the U.5. average; per the average. fast-growing mejor eamings compo-
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pents of personal income. In durnbles
manufacturing, the region will heve
advantages in {ast-growing noneleciricnl
twachinery and fabricated metels, par-
ticularly in Clelifernie and Cregon, and
in technelogicelly advanced types of
alecironic equipment, pariicelarly in
Californis. In contrast, the region will
hove below-avernge growih in siveraft
and lumber, both of which account for
relativaly lorge shores of durnbles
esrnings in the region. In services, the
region's projected advantege reflacts
continuing strong demand by  tech-
nolopgically advomeed industries for
buziness ond professional serviess, such
as consulting #nul resenrch nnd devalop-
ment. The advantege in services also
reflects continuing strength in the
tourist-related hotel and amusement
ond recrention industries, particularly
in Nevada.

Northern-central regions

In 1978-2000, each of the four
northern-rentral regions—Plains, Great
Likes, New England, and Mideast—is
projected to have n growth disadwan-
tage f(that is, an index bosed on the
ratio of growth in the region to growth
in the United States ng a whole will be
less thon 100) in toial personal income,
population, ond, axcept for the Plans,
in per enpita personal income, In
106978, each ragion except the Plains
had a disadvantage in sach mensure.
The personnl income disndvantage pre-
jectod for the northern-centrol regions
is a rontinuation, st & dnmpened rats,
of weakness in manuineturing in the
+ Nntien's oldest industrial centers, which
will continue to be adversaly affected
by high energy eosts and high costs of
taintaining and operating  sapital

equipment. The population disadvan-

tageis based on o projected disndvantage
in employment and 4 continuntion, at
& dampened rate, of the dizpersal of
ratiress to the South and West. Con-
vergence of per capita income toward
the U.8. avernge is projeeted in ench
northern-central region wsxeept New

“» England.

Plains —FEach Stote excapt Minne-
sotn will have n growth disadvnntage
in total personal income; growth per
yoar will range from 3.5 percent in
Minnessta to 2.9 percent in Missouri.
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In 2000, the region’s per capita personnl
income 13 projected to be 98 percent of
the U.5, everage; per copite incoms will
contipne to be below the TF.8. average
in aach Plaina State except Eanses,
Towa, tnd Minnesota.

The region’s projectsd prowth dis-
adventoge in personsl income refiacts
earnings disndvantages in nondurables
monufacturing snd In mest major
service-type imdustries. In  addition,
forming, which ncconnts for o layper
share of enrnings in the Plains thap in
ony othker region, will contribute to the
region’s overall disedvantoge. The
region’s disndventags in neondurables
menylacturing reflects large concentra-
tions of food processing—n slow-
growing industry notionally—in severnl
Plains States and o large disadvantage
in chemicols, particulorly in Misyouri.
In construction ond trads, the region's
projected disndvantages reflect the closs
relationship of esrmings in thess indus-
tries to firm sarmings.

@rzat Lakes,—Each State will have o
growth disadvontige in total personnl
income; growth per year will ropge
from 3.3 percent in Indiana to 2.8 per-
asnt in Illineiz. In 2000, the region's
per eapita personal income 33 projected
to ba 104 pereent of the T8, average;
por capita income will equal or exceed
the U5 nversge in esch Great Lakes
State excapt Wisconsin.

Tha repion’s projected growth dis-
advantogs in personal incoms reflects
idlisndvantages in noarly all of the major
enTnings components of parsenal income.
The dispdvantrge will be especially
large in durables manulasturing, which
poeounts for o lorger share of total
anroings in the Groat Lakes region than
m any other region. In the future, it iz
likely that mony durnbles firms that
pean to axpnnil their facilities will
thoosa lowar cost loentions in nearby
Southasst States. The Grent Lakes
region will have disadvantapes in motor
vohicles, particularly i Michigan
anel Indians, in nonelectrieal machinery
nnd [nbrieated metals, porticularly in
Michipan, Illineis, and Ohie, and in
gleetronic aquipment. In nendurables
monulzeturing, the region, espeeially
Ohio, will hnve o larpe dizadvantaze in
the rubber indusiry. In constroetion,
trepgportation, trade, and sarvices,
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disndventages mainly reflect the pro-
jected wenkness in  mpoufachuring.

New England.—In part reflecting o
projectad continuation of the dispersal
ol sconomic sctivity within New Eng-
land, the southein New England States
of Connecticut, Messachusetts, ond
Rhode Island will hove growth disad-
vontoges in totel personal income, and
the northern New England Stotes of
Muine, New Hompshire, and Vermont
will hava gyowtk advantages. Growth
per year will range from 8.9 percent in
New Hampshire te 2.6 percent in
Muossachusetts. In 2000, the region's
per capite parsonal income is projectad
to be 98 percent of the U.B. average;
per capita income will be below the TL3.
average in ench New England State
exvapt Connecticud, where it will axcead
the avarage.

The region's projected prowth disad-
vantage in personsl income reflecta
disnsdvantages in nesrdy all of the mejor
earnings components of personsl ip-
come. I peneral, for each component,
disgdvantages in the southern Naw
Eapland Btates will mors then offset
advontages m the northern New Eng-
land Stntes. In both nondurables and
durables manufaeturing, the region will
heve disadvantoges in nearly all esn-
stituent industries. In particaler, sach
soytheyn New Englond State will have
larpe dizadvantoges in textiles, rubhar,
fobrieated wmetals, ond ovonelastrienl
machinery; Conpecticnt and Massa-
chusetta will heve lppe disndwantages
in ela¢tronic equipment; nnd Connecti-
rut will have a largs disadvantage in
nohantomotive transportation eguip-
ment. In contrast, each northern New
England State will hive advantages in
rubber and electronic equipment, and
Muine and New Hampshira will have
advantages in nonelestrical machinary,
In professional =ervices, the region's
dispdvantags nlso will center in south-
ern Meow Enpland, in part reflecting the
projected weakvness in menufncturing.
In State ond loeal government, the
region's disadvantnge mainly reflects o
projected continuation of effortz to
limit expenditures.

Mdideasi—Fach State except Dala-
ware will have » growih disadvaniage

in totol personal income; growth per
your will range from 3.4 percent in
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Delawnre {exceeding the .S, growth
rate} to 2.1 pereent in Mew York. In
2004, the region’s par capita persongl
incoms is projected to be 105 percent
of the U5, nvernge; per copitn income
will equal or exceed the TI.8. average in
each Midenst Stata.

The region’s projected growth dis-
advantage in parsonal income Teflacts
disad vantages in nearly a1l of the mojor
earnings components of personnl in-
come. The ragion will have dis-
advontoges in  each durgbles nnd
nondurnbles maneeeticing industry. In
poartionlar, Fennsylvanin, Naw Jersey,
and New TYork will hove lorge dis-
ndvantages in nonelectricnl muchinery,
alectronic eguipment, and fabricated
metals; Peansylvania snd Maryland
will heve largs disadvaniages in primary
metals; apd New York will have iarge
disadvnntages in spparel, printing and
publishing, and instruments. In finan-
vinl, husiness, and professiona} services,
the region's lorge dizedvantages in part
reflect both the projected weakness in
monufacturiog and & projscted con-
tinuation of the decline in the rols of the
New York metropolitan ares as a pro-
vider of serviges to other States, In
State and local government, the large
disadvantage refiscts both weakness in
the demand for povernment services,
due to B projected lack of growith in
population, end o projected continuns
tion of efforts 4o limit expenditures in
order {0 avoid fiscnl crises in urbnn
nreas.

Projection Mecthodology

The methedolopy underying the
projesiions presented in chis articla dif-
fers in several ways from that diseussed
in the 1974 orticle. First, the nationnl
projactions, inetead of being made
independently, are mninly bosed on the
work of the Burezn of Labor Statistics
(BLS) in order to tnke advintape of
thut ogency’s considernble expertise in
making national projections of employ-
mené by deteiled industry. Second, tha
Stote projections, instend of being besad
on projections foi BEA economic freas,
ore made independently because the
hiatorienl estimates availnble for mol-
ing projections are mare up-to-date for
States than for econemic arens, Third,

SURVEY OF CURRENT BUSINESS

the Stafe projections of total errnings
ore based on detniled projections for &7
instead of A7 industrier, and the State
projections of tatal employment are
based on detailed projections for &7
indusiries instead of on total earnings,

The projections are made in two
mujor steps—ior the Noticn and then
for the Stotes. (Projestions for ench
BEA region ure the sum of the projec-
tions for the States in each region.) In
the nationpl step, GNF iz projected,
based on projections of population,
labor force, employmeent, hours paid,
pnd productivity. Personal income and
total enrnings ave projected, based on
GNP. Then, employment nnd ¢arnings
by industry nre projected.

In tho Stnte step, ennings by indus-
try nre projacted within the fromework
of the corrasponding projected nationel
totals. Employment ix projected hased
on earnings for each industry. Then,
population is prejected based, for the
most part, on projections of the number
of employed residents. The State pro-
jections rre developed within o frame-
work of national totals rother than
mdependently for ench Stale bechuse
the historical measures on which pro-
jections ora based are more relichle and
stable for larper arens.

Netioral projections

GNP —GNF projections {axpressed
in 1972 dallnrz) for the privite economy
are made by multiplying projacted total
snnunl hours paid by profested output
per paid hour. Projections of total
annunl hours paid are meinly based on
projections of (1) population, in par-
tieular, the civiliin nominstitutional
adalt populatien, {2} lobor foree, (3)
emplayment, apd (4} hovre paid per
amployes per yaor.

Projections of total population ara
from the Censuz Bureau's “Series 11"
These projections do not refleet tha
Census Barenu's 1920 population count;
its jmplicotions for BEA’s projections
wilt be evalunfed when the count is
certiliad. It iz likely thai changes in
BEA's projections associnted with the
1950 count will result in changes in

levelz rather than changes in growth

retes, Series II nagumes that, in the
covered timespan, the fertility rate
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will npproach 4 rate that maintaing o
constant population. Projeciions of tha
civilien nominstitutionnl adult popula-
tion, n subsat of total population, are
from BLS.

Lebor force projentions, olse from
BLS3, nre made by Arst projecting labor
force paricipation rates, by sge snd
sex, ond then applying thesa rotes to
the civilion noningtitutional adult popu-
lation. BLS projects toiel nnemploy-
ment by first projecting unemployment
rutes, by age and sex, und then applying
these rotez to the labor forea. The
detniled ynemployment raies projectad
by BLS were modified slightly, in the
light of recent patterns, before being
used by BEA. The 1920 rates of total
{oll nges} unemployment are 4.8 per-
cent, when bosed on the detsiled BEA
ribes, and 4.5 percent, when based on
the detailed BLS mtes. Both the BEA
and the BLS series show unemployment:
rotes of 4.4 parcent in the year 2000,

Employmant projections cre made by
subtracting unemployment from tha
labor force.

Projectionz of hours paid per em-
ployes per yenr ore from BLS, Hours ara
projected to decline 0.8 percemt per
year, moinly reflecting projected in-
crenses in the shares of totel amploy-
ment accounted ior by employees in
gervice induatries and by women. For

both groups of employees, part-time -

joba actount for an obove-average
shore of total jobs. Projections of totnl

snnusl hours paid sre made by multi- -

plying hours puid per employea per yoar
by employment.

Projections of output per paid hour
{productivity) are from BLS, Reflecting
the factors underlying the low rotes of
productivity growth in the seventies,
projected productivicy growth &o
1885—2.0 percent per yest—Talls shorb
of the historical trend of 2.4 percent;
productivity growth from 1085 for-
waprd is projected to approximate the
historicnl frapd.

Projections of GNP are the sum of

private and government gross produet. .

Projections ol government gross prod-
uet are mnde by muliiplying the

number of government smployees by -

the avarage rats of compensation in
the base year.
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Personal inoome.—Becouze method-
ologies for estimonting gross product of
States ave etill in » developmental
stoge, the GNP projection must be
tronglated into n mensure thoat ¢on be
projested for States. The mpasyre
thosen is personol incomse, the most
comprehensive mensure of regional
sconomic activity currently svailable,
Projoctions of the earmings compe-
nent—which #¢counts for about 80
pereent of personsl income—are mads
by first projecting, for the private farm,
private nonfarm, and government
sectors, rospeatively, the rntios of
sarpings to gross product and then ap-
plying these rotioz te the projections
of pross product. Projections of the
other components of personal income—
personal interest incoms, rental income
of persons, dividends, tramsfer pay-
ments, lees personul contributions for
zocisl insuramce—ars bnsad om pro-
jections prepared by BILS.

Employrent and eqrninge by dndus-
try.—MNational projections of employ-
ment by industry ave mainly from BLS.
Adjustments are maods to reflect the
projections of totnl smployment dis-
cuszsed nbova, more Tecemt historical
data, the Energy Depnriment’s *mid-
rings anergy Bcenaric,” amd differ-
ences between ths 1067 and 1972
Btandard Industrinl Clossifientions.

FProjections of sarnings by miustry
are made primerily by projecting the
ratios of enrnings to employment and
applying these ratios to smployment by
mdustry.

Stute projections

Thres elternotive methodologias for
mnkimg State projections were devel-
oped and tested. In the nexi saction
{"Alternntiva Stnie projection method-
ologies'), ths three methodeologiea
are briefly diseussed. In this section,
the methodology that was selectad for
mnking the Sinte projestions prasented
in this nrticle—ecomimonly referred to

ng the “basicgarvice” methedology—is

discussed in some datail.

Errevings by industry.—In ench State,
ench indusiry’s earnings ne projectad
by one of two menns, depending on
whether the industry is classified ns
“breie” or “sarvies.” This section first
digeusaes the two groups of industries
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and then discusses the menns of pro-
jecting entmings for ench of the tweo
groups.

A Stete's “bneie” industries derive
sarnings muinly from exports to other
Stotes. The composition of & State’s
basic industries depends primarily on
the State's relative endowment of the
inputs required in ¢he preduction prac-
ess. The relative endowment of these
inputs determines the State's relative
adventnge, compated with other States,
in producing the output of itz basic
industries. Stales export output for
which they have n relative advantags
in production and import other oukput.
In penersl, fenming, mimng, monufae-
turing, the Federal military, and roil-
road, pipaline, and water transporkation
are cloesifisd as basio indusiries in ol
Stntes beoausze the bulk of their output
is directed at broad, often national,
marieata, Certain  sarvices, such as
hotels in Nevadn, are ilao “basie indus-
tries” in some States becruse more of
their sarnings derives from consumers
from other States than {rom loca! busi-
nessez and households.

A State's “service” industries derive
enrnings mainly from purechasea by
buzipssses nmd households within the
Btate. In ganeral, constraction, certain
modes of transportation, communica-
tion, publis utilities, trads, Anance,
insurenee, rerl estots, business and
professional sstvices, and eivilian gov-
ernment nra elassified as service indus.
tries in most States,

A State’s relative growth in enrnings
meinly depends on the stimuolus pro-
vided by its basio industries. The basic
industries grow in response to increases
in the demand for thair output by other
Stntes. Ynerensed exports genernte nddi-
tionil earnings, which atimulate sarvice-
industry growth in the axporting State,
These industry relationships are
reflacted n the menns of projecting
ench State’s basic- and service-industry
BArings,

In each Stnta, earninga in ench bosic
industry are projected by extending inta
the future the historical tremd in the
State's shnre of earnings in the corre-
sponding  industty notionally. This
trend mny ba viewed ag the trend in the
Stats's share of the national morket for
the industry. It iz ossumed that the
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factors that offected the share histor-
ically will continue to offect it in the
future, but less strongly, so that in all
cnses the prelected change I shore
decelerates, This limiting assumption
assures that no State will be projected
to have an unreasonably large or small
share of the naticnel morkel for e
industry; that iz, equilibrating ferces at
work in the Siate sconomies will tend
over the long term to reduce disparities
in growth rates. In some cases, the
projectad share is medified {1} to take
inte nceount developments that are rwt
yet refiected in the historicol datn, and
{2} to ossure thed, for ench industry
nationally, the sum of the States' shares
is 100 percent. T'¢ oarive ot projections
of ahsclute eamings, ihe projected
share for enoh basic industry iz then
multiplied by projected earnings in the
corresponding industry nationally.

In ench State, earnings in ench sarvies
industry are prejected by multiplying
togother thres projected measurea: {1}
the imdustry™s location quotient, that
is, the ratio of the indusiry’s share of
Stnte iotol earnings to the industry's
share of nationel totel entmings, (2)
the ratic of national earnings in the
industry te national total esrnings, snd
(3) Btate total earninpz. This may be
expressed in the jollowing form:

-

whera i Bu,rnings in a-arviaa-industljr
1 in Btate j, qu ia total Ea,rmnga in
Btate 7#, L’;, 15 eaInings in service-
industry 4 in the Naticn, ond E, iz
totol enrnings in the Nation.

Mensure (1) (above) is projected by
means of the extension into tha future
of the historical trend. In general, this
resulls in the convergence of the pro-
jected lucation quetient toward wunity;
it, however, the loestion quotient
diverges from unity historically, the
historicnl trend 5 dampened or re-
versed in the projection. Measurs (2)
is derived {from the national projections
diszussed abave. Maisura (3) is pro-
jected as followa: {a) multiply mensures
(1) and {2} for each servica industry to
met soch service industry's projected
spoares of State total emmnings, (b} sum
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these products to get the service in-
dustries’ total projected share of State
total eamnings, (c) subtract this sum
from unity to get the basic industries’
total projected share of State total
earnings, and (d) divide thiz difference
into State basic-industry earnings—
already projected—to pet State total
earnings. After the three messures are
multiplied topether, an adjustment is
made to azsure that, for each servies
industry, the sum of the State pro-
jections equals the previously derived
national projections. In this manner of
projecting  service-industry  earnings,
basic-industry earnings are eritical for
projecting the level of total eamnings
and, thus, of service-industry earnings.

In general, the nonearnings compo-
nents of personal income for ench State
are projected, within the framework of
the national projeetions for the compo-
nents, bused on State projections (dis-
cussedl below) of total population and
population for selected age groups.

Employment by industry—In order to
have historical employment mensures
that are on the same basis as the earn-
ings mensures, the following must be
added to employment ns measured in
the establishment survey : full- and part-
time employees in agriculture, railroads,
private households, and the military
plus the number of proprietors,

In each State, employment in each
industry is projected as follows: (1)
Project the historical trend in the ratio
ol State earnings per employee in the
industry to national earnings per em-
ployee in the corresponding industry,
(2) multiply this ratio by national earn-
ings per employee in the industry—
already projected—to get projected
State earnings per employee in the
industry, and (3) divide this product
into State emmings in the ndustry—
already projected—to get State employ-
ment in the industry.

Fopulation,—State population is pro-
jected based on Statelevel birth and
death rates and the assumption that
interstate migration of the working-age
population is mainly determined by
economic opportunity; the number of
employed residents is used as an indi-
cator of economic opportunity. Popula-
tion is projected for three major groups:
labor pool (ages 15-64), pre-labor pool
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(ages 0-14), and post-labor pool (ages
65 and over).

In each State, the labor pool popula-
tion is projected as follows: (1) Project
the historieal trend in the labor pool
population/employment ratin in  the
State as g percent of the corresponding
ratio in the Nation, (2) multiply this
measure by the lubor pool population/
pmployment ratioc in the Nation—
already projected—to get the projected
Inbor pool population/employment ratio
in the State, and () multiply this
produet by State employment—alveady
projected—to rat the labor pool popu-
lation in the State.

The pre-labor pool population is
projected based on the migration rate
that is implicit in the population pro-
jection for the parent age group (that
15, the labor pool population). The post-
labor pool population is  projected
mainly based on o State’s historical
trend of attracting retivees,

Alternative State projection method-
ologies

The first methodology lor making
State projections that was developed
and tested may be referred to as the
“industry location” methodology, be-
cause it applies conventional location
theory to the individual industries. In
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ench industry—whether basic or ser-
vice—enrnings were projected by apply-
ing estimated (by means of a covariance
regression technique that pools time-
gories and cross-section data) historieal
relationships between State shares of
national earnings and measures of
States’ access to marketz and/or to
mputs required in the production proc-
ess. In each industry, the estimated
relationships “‘explained’ nearly all of
of the State-to-State variation in the
industry’s historienl location pattern,
When the sstimated relationships wers
applied for the projected years, how-
ever, ench State’s share of the indus-
try’s national earnings tended to be-
come constant early in the projected
timespan. So far, corrective attempts,
involving the incorporation of dynamie
equilibrium paths for the States, have
heen unsuecessful.

The second methodology for making
Stata projections that was tested may
be referred to as the “‘input-output”
(1= methodology. In each State,
after [-0 relationships between each
pair of industries were specified, eprn-
inga in all industries were projected
simultaneously, based mainly on (1)
ratios of output in each industry to the
demand for that output within the
Stata and (2) shares of national final

e e R X< AT SIS S i
Total Earnings as a Percent of L.S. Total Eamings, Selected Years, 1958-2000, New York
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demend accounted for by each State.
This methodology yielded State pro-
jections that wave plausible for tetnl
earnings but implausible for enrnings in
particular industries, Teo often, the
projected trend in a State's share of
national eaminge in e particular in-
dustry precisely reflectad the projected
trend in the State’s shore of national
all-indusiry enmnings, regardless of his-
torical trends to the contrary.

The ihird methodology that wos
teated wos the basic-service methodol-
ogy, which wos used to make the Siate
pru]&ctmns in this article. In projecting
sarnings in each bosic mdusicy b}" ex-
tending into the future the trend in o
State's shaze of the natiopal market, for
the industry, this methodology is simi-
lar to the wmdustry location methodol-
og¥, which projects mensures of markat
access andfor jmputs reguired for each

mdustry. In projecting earnings in

SURVEY OF CURRENT BUSINESS

ench service industry in terms of their
relutionship to basic-industry esynings,
theo basic.service methodolgy is similar
to the I-0 methodology, which projects
varnings in oll industries simuléans-
onsly, Compared with the other two
methodologies, the bnsic-service meth.
edology is simpler to implement, and
it8 results ore easier to analyze because
they can be evaluated on an equoetions
by-equation basks. Mone of these meth-
cdologies ean incorpornta all of the
equilibrating forces expected to affset
the future grewth of induséries in the
Siates, bui the cnses where these forces
are inadeguately incorporated are mora
engily identifisd snd vorrected in the
bagic-zerrics methodology.

Chart 18 shows the projacted shares
of 105, total enrnings accounted for hy
Hew York in the yenr 2000, using each
of the three mathodologies. The chort
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nleo shows the “preliminary™ share
using the basicservice methodology;
this share is the result of applying, in &
nniform manner to all States, statistical
constraints on the levels of buosic- apd
gervice-indusiry emnings in oxder to
mesure that mo State is projected to
hove an unreasonchbly lmpe or small
share of the nationnl morket. Tha
“final"” basic-servics share results from
Statespecific applicatione of the cons
straints. The final bosieservice pro-
jected shore is 6.5 percent, less than
hoth the mdustry-lecation resuli (8.3
percent) and the I-O result (7.2 per-
cent) and more than the preliminary
bagic-zervice result (6.2 pereent).
though the finel bagie-service share is
judged to be the most planaible, it is
ensy to envision cirenmstences under
which one of the other shares might be
renchad,

tailed dieousmion of methadology,
Wadar Rosources Council eprly in 1981,

Stote population profections o the year 2000 are olso available from the Bureau of
tha Canane. They nre based on demographie irandz ond, uniiks the BEA projestions, do
not teflect sconomic tronde, For the most recent Census Burenu projections, ses Current
Population Reports, Berien P-25, Mo, 708, Moreh 1679,

Avellability of Additional Data

Projections of total personal Incoma, eamings ond smployment for 57 Industriss
(nenrly all toro-digit industrias in the Bvandard [ndustcia]l Classification), snd population,
by rax and age group, are nvailable on computer tape for regions and Biates for 1935,
1090, 1995, 2000, 2010, and 2030. Frojections of total persondl Income, saroings fnd
employment oy the indusiries shown In fablke 5, and setal pepulption pre svpilable on
computer tope for stendard metropolitan statistien] nress (BMEBA's), BEA economiz
orens, ind, ip coses where Stale boundaries divide 8MAA's andfor enonomic aress, for
Htate pleces’ of BMEAs andfor sconomic arsaa for oll yenrs Usbed obhove. Copien of the
computer tapes may ke purthaged from the Doto and Syateme Branely, Begional Econemie
Analysis Division, Buresu of Ecanomin Analysie, U.S, Deportment of Commsrce, Wosh-
ington, DO, 202M). A Eat of 11 velumes, senteining all of the prajested dato and o de-
published jointly by BEA mnd the

will ba
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Table 5.—Larniogs and Employment. by Industry, Sclectod Years, Fi8=-2008, Unlted States, Regions, and States—Continued
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